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DEPARTMENT  OF  EDUCATION 

34  CFR  Parts  674, 675,  and  676 

Perkins  Loan  Program,  College  Work- 
Study  Program,  and  Supplemental 
Educational  Opportunity  Grant 
Program 

agency:  Department  of  Education. 
action:  Final  regulations. 

summary:  The  Secretary  amends  the 
regulations  for  the  Perkins  Loan,  College 
Work-Study  (CWS)  and  Supplemental 
Educational  Opportunity  Grant  (SEOG) 
programs.  These  amendments  interpret 
provisions  of  the  Higher  Education 
Amendments  of  1986  and  modify 
provisions  contained  in  the  December  1, 
1987  regulations.  The  interpretations 
will  result  in  a  reduction  of 
administrative  burden  on  institutions 
and  individuals. 

EFFECTIVE  DATE:  These  regulations 
become  effective  either  45  days  after 
publication  in  the  Federal  Register  or 
later  if  Congress  takes  certain 
adjournments.  If  you  want  to  know  the 
effective  date  of  these  regulations,  call 
or  write  the  Department  of  Education 
contact  person. 

FOR  FURTHER  INFORMATION  CONTACT: 

Richard  P.  Coppage  or  Michael  Oliver, 
Policy  Section,  Campus  and  State  Grant 
Branch,  Division  of  Policy  and  Program 
Development,  Office  of  Student 
Financial  Assistance,  400  Maryland 
Avenue  SW.,  (Room  4018,  ROB-3), 
Washington,  DC  20202-5446.  Telephone 
(202)  732-4490. 

SUPPLEMENTARY  INFORMATION:  The 

Perkins  Loan,  CWS  and  SEOG  programs 
(known  collectively  as  the  campus- 
based  programs)  are  “need-based” 
student  financial  aid  programs 
administered  by  institutions  of  higher 
education.  In  order  to  award  financial 
aid  under  each  program,  an  institution 
must  determine  whether  a  student  has 
financial  need.  The  institution 
determines  a  student’s  financial  need  by 
subtracting  from  the  student’s 
educational  cost  his  or  her  resources 
and  his  or  her  expected  family 
contribution  (EFC),  i.e.,  the  amount  the 
student,  his  or  her  spouse  and,  in  the 
case  of  a  dependent  student,  his  or  her 
parents,  may  reasonably  be  expected  to 
contribute  toward  his  or  her  educational 
costs.  The  EFC  is  based  on  the  following 
elements — 

(1)  The  available  income  of  (A)  the 
student  and  his  or  her  spouse,  or  (B)  the 
student  (and  spouse)  and  the  student's 
parents,  in  the  case  of  a  dependent 
student,  estimated  as  an  amount  equal 
to  base  year  income; 


(2)  The  number  of  dependents  in  the 
family  of  the  student; 

(3)  The  number  of  dependents  in  the 
student’s  family  who  are  enrolled  in  a 
program  of  postsecondary  education  on 
at  least  a  half-time  basis  and  for  whom 
the  family  may  reasonably  be  expected 
to  contribute  toward  postsecondary 
education  costs; 

(4)  The  net  assets  of  (A)  the  student 
and  his  or  her  spouse,  and  (B)  the 
student  (and  spouse)  and  the  student’s 
parents,  in  the  case  of  a  dependent 
student; 

(5)  The  marital  status  of  the  student; 

(6)  Any  unusual  medical  and  dental 
expenses  of  (A)  the  student  and  the 
student's  parents,  in  the  case  of  a 
dependent  student,  or  (B)  the  student 
and  his  or  her  dependents,  in  the  case  of 
an  independent  student; 

(7)  The  number  of  dependents  of  an 
independent  student,  or  of  the  parents  of 
a  dependent  student,  other  than  the 
student,  enrolled  in  private  elementary 
or  secondary  institutions  and  the 
unreimbursed  tuition  paid  (A)  in  the 
case  of  a  dependent  student,  by  the 
student’s  parents  for  such  dependent 
children  who  are  so  enrolled,  or  (B)  in 
the  case  of  an  independent  student  with 
dependents,  by  the  student  or  his  or  her 
spouse  for  such  dependent  children  who 
are  so  enrolled;  and 

(8)  The  additional  employment 
expenses  incurred  (A)  in  the  case  of  a 
dependent  student,  when  both  parents 
of  the  student  are  employed  or  when  the 
family  is  headed  by  a  single  parent  who 
is  employed,  or  (B)  in  the  case  of  an 
independent  student,  when  both  the 
student  and  his  or  her  spouse  are 
employed  or  when  the  employed  student 
qualifies  as  a  surviving  spouse  or  as  a 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code  of  1986. 

On  December  1, 1987,  the  Secretary 
published  final  regulations  for  the 
campus-based  programs  in  the  Federal 
Register  (52  FR  45738).  These  regulations 
require  institutions  to  include  as  a 
resource  (funds  available  to  help  pay  for 
a  student’s  costs)  net  earnings  from 
employment  during  the  award  period 
(other  than  CWS  employment)  that  are 
not  included  in  calculating  the  EFC.  This 
procedure  represented  a  continuation  of 
previous  policy. 

The  1986  amendments  to  Part  F  of 
Title  IV  of  the  HEA  mandated  the  use  of 
new  formulas  (Congressional 
Methodology  (CM))  for  determining  a 
student's  EFC  for  the  campus-based 
programs.  Unlike  the  old  formulas, 
under  which  a  dependent  student's  non¬ 
need-based  earnings  during  the  award 
period  were  treated  as  a  resource,  the 
new  formulas  require  that  an  amount 
equal  to  base  year  income  be  used  in 


calculating  an  EFC  for  both  dependent 
and  independent  students. 

Beginning  with  the  1988-89  award 
year  an  amount  equal  to  all  taxable  and 
untaxable  income  received  during  the 
calendar  year  preceding  the  academic 
year  is  considered  as  base  year  income 
in  calculating  the  EFC.  Thus,  for 
example,  in  calculating  an  EFC  for  the 
1988-89  award  year,  an  amount  equal  to 
base  year  1987  income  is  used. 

The  December  1, 1987  regulations 
require  that  earnings  for  student 
employment,  known  to  the  institution, 
be  monitored  and  adjustments  be  made 
to  financial  aid  award  packages  to 
prevent  overawards.  Questions  on  the 
continued  applicability  of  the  student 
employment  monitoring  provision  were 
raised  by  the  financial  aid  community 
since  non-need-based  earnings  will  now 
be  considered  base-year  income  for  the 
subsequent  award  period.  If  the 
monitoring  and  adjustment  provisions 
remain  intact,  these  same  earnings  will 
also  be  treated  as  a  resource  in  the  year 
earned  and,  thus,  will  be  “double- 
counted.” 

As  a  result  of  this  community  concern 
regarding  the  treatment  of  non-need- 
based  earnings,  already  counted  as  base 
year  income,  as  a  “resource,”  the 
Secretary  has  issued  an  interpretative 
ruling  which  provides  that  non-need- 
based  earning  will  be  treated  only  as 
base-year  income  and  not  as  a  resource. 
As  in  the  past,  institutions  will  continue 
to  be  responsible  for  monitoring 
earnings  from  all  need-based 
employment  programs  to  ensure  that  the 
student  does  not  receive  need-based 
employment  earnings  in  excess  of  his  or 
her  need.  Need-based  employment 
means  employment  awarded  by  the 
institution  itself  or  by  another  entity  to  a 
student  who  demonstrates  a  financial 
need  for  those  funds  for  the  purpose  of 
defraying  educational  costs  of 
attendance  for  the  award  period. 
Examples  of  need-based  employment 
would  include  employment  awarded 
under  the  Veterans  Administration 
work-study  program,  and  employment 
provided  by  a  States,  if  awarded  on  the 
basis  of  financial  need  for  the  purposes 
of  defraying  educational  expenses. 

Under  the  revised  regulations, 
monitoring  of  non-need-based 
employment  is  never  required  if  the 
student  is  not  employed  under  the  CWS 
program.  Monitoring  of  non-need-based 
employment  is  required  only  if  all  of  the 
following  conditions  are  met — (1)  the 
student  is  employed  under  the  CWS 
program,  (2)  the  student’s  financial  need 
has  been  met,  and  (3)  the  institution 
wishes  to  continue  to  employ  the 
student  under  the  CWS  program.  Under 
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these  revised  regulations,  monitoring  of 
employment  is  only  required  in  order  to 
determine  when  CWS  funds  may  no 
longer  be  used  to  pay  wages.  Section 
443(b)(4)  of  the  HEA  provides  that  for  a 
student  employed  under  the  CWS 
program,  at  the  time  income  derived 
from  any  employment  (need-based  or 
non-need-based)  exceeds  the  amount  of 
such  student’s  need  by  more  that  $200, 
continued  employment  shall  not  be 
subsidized  with  CWS  funds.  The 
Department  has  interpreted  this 
statutory  provision  to  mean  that 
institutions  must  terminate  CWS 
compensation  for  employment  when  the 
income  from  any  employment  earned 
subsequent  to  time  that  the  student’s 
need  is  met,  exceeds  the  student's  need 
by  more  than  $200.  An  institution  should 
not  consider  CWS  earnings,  in  excess  of 
need,  which  are  less  than  or  equal  to 
$200,  as  a  resource  the  following  year  or 
as  income  for  purpose  of  computing  the 
EFC.  Earnings  from  non-need-based 
employment  will  be  counted  as  income 
for  the  following  year. 

The  institution  may  not  consider  non- 
need-based  earnings  as  a  “resource.”  If, 
in  a  specific  case,  die  institution 
believes  that  the  amount  of  base  year 
earnings  does  not  accurately  reflect  the 
amount  a  student  can  be  expected  to 
earn  in  the  subsequent  award  year,  the 
institution  has  the  authority  under 
Section  479A  of  the  HEA  to  make 
adjustments  to  the  EFC  or  to  use  the 
projected  income  in  the  calculation. 

Therefore,  the  Secretary  is  amending 
34  CFR  674.14,  675.14  and  676.14, 
regulations  applicable  to  the  Perkins 
Loan,  CWS  and  SEOG  programs 
respectively,  to  exclude  from  the 
definition  of  “resources”  award  period 
non-need-based  earnings.  Non-need- 
based  earnings  are  used,  however,  to 
count  toward  the  determination  of  when 
the  $200  threshold  requiring  a 
discontinuation  of  CWS  funding  is 
needed  in  cases  in  which  the  following 
conditions  are  met: 

(a)  The  student  is  employed  under  the 
CWS  program: 

(b)  The  student’s  financial  need  has 
been  met;  and 

(c)  The  institution  wishes  to  continue 
to  employ  the  student  under  the  CWS 
program. 

The  following  employment  case 
studies  illustrate  the  application  of  the 
monitoring  requirement: 

Employment  case  study  #1 

Julie  has  a  financial  need  of  $3,000. 
She  was  awarded  a  Pell  Grant  of  $1,000, 
and  SEOG  of  $1,000  and  a  Perkins  Loan 
of  $1,000.  She  also  has  employment  off- 
campus  that  she  obtained  herself.  The 
institution  has  determined  this 


employment  to  be  non-need-based 
employment.  No  monitoring  of  her 
earnings  is  required  nor  is  an 
adjustment  to  her  student  financial  aid 
package  required  as  a  result  of  her  non¬ 
need-based  employment. 

Employment  case  study  #2 

Howard  has  a  financial  need  of 
$2,000.  He  was  awarded  a  CWS  job  of 
$2,000.  He  also  works  off-campus  in  a 
position  which  he  obtained  himself.  The 
institution  has  determined  this 
employment  to  be  non-need-based 
employment.  He  has  earned  $2,000  in  the 
College  Work-Study  program,  had  job- 
related  costs  of  $100  for  taxes  and 
uniforms,  and  the  school  plans  to 
terminate  his  employment  when  he 
reaches  $2,100  in  CWS  earnings.  The 
institution  must  monitor  only  his  CWS 
employment  since  it  plans  to  terminate 
his  CWS  employment  when  his  need  is 
met. 

Employment  case  study  #3a 

Marcia  has  a  financial  need  of  $5,000. 
She  has  been  awarded  a  Perkins  Loan  of 
$2,000  and  CWS  employment  of  $3,000. 
She  also  works  on  campus  in  the  biology 
lab.  The  institution  considers  her 
biology  lab  employment  to  be  non-need- 
based  employment  and  the  school  plans 
to  terminate  her  CWS  employment  when 
her  CWS  earnings  reach  $3,000.  The 
institution  must  monitor  only  her  CWS 
employment  until  she  has  earned  the 
$3,000.  No  further  monitoring  is  required 
if  her  employment  under  the  CWS 
program  is  then  terminated. 

Employment  case  study  #3b 

Please  refer  to  case  study  3a.  It  is 
nearing  the  end  of  the  award  year  and 
Marcia's  Perkins  Loan  has  been  fully 
disbursed.  She  has  earned  $2,900  in 
CWS  earnings  and  has  job-related  costs 
of  $100.  The  institution  wants  to 
continue  her  CWS  employment  for  four 
more  weeks  and  expects  her  additional 
CWS  earnings  to  be  about  $400.  The 
steps  the  institution  must  follow  are  as 
follows: 

(1)  The  institution  must  monitor  only 
her  CWS  employment  earnings  until  she 
earns  a  total  of  $3,100  in  CWS  funds  (her 
CWS  award  amount  for  $3,000  plus  $100 
in  job-related  costs). 

(2)  When  her  CWS  earnings  reach 
$3,100  the  institution  must  begin 
monitoring  BOTH  her  subsequent  CWS 
and  biology  lab  earnings. 

(3)  When  the  combination  of  CWS 
earnings  and  biology  lab  earnings, 
earned  subsequent  to  the  time  her  need 
was  met,  exceed  $200,  no  further  CWS 
funds  may  be  used  to  pay  for  her 
employment.  In  this  case,  the  additional 
CWS  funds  permitted  to  be  paid  after 


her  need  has  been  met  may  be  less  than 
$200  (e.g.,  if  she  earns  $75  from  the 
biology  lab  employment,  only  $125  may 
be  paid  from  CWS  funds  for  her  CWS 
employment).  The  institution  is  free, 
however,  to  continue  to  employ  her  in 
the  same  position  on  its  own  payroll;  no 
CWS  funds  may  be  used  to  pay  wages 
for  such  employment  or  to  defray 
administrative  costs  associated  with 
that  employment. 

Were  she  employed  only  under  the 
CWS  program,  a  total  of  $3,300  in  CWS 
funds  could  be  expended  ($3,100  to  meet 
her  need  plus  the  additional  earnings  of 
$200). 

In  all  of  these  examples,  non-need- 
based  earnings  will  be  treated  as  base 
year  income  for  the  following  award 
year  if  the  student  applies  for  financial 
aid. 

Waiver  of  Notice  of  Proposed 
Rulemaking 

The  Higher  Education  Amendments  of 
1986  changed  the  formulas  contained  in 
the  HEA,  for  determining  students’  EFCs 
toward  their  higher  education  costs  for 
Title  IV  programs,  including  the  campus- 
based  programs.  One  change  is  the 
requirement  that  an  amount  equal  to 
base  year  income,  rather  than  projected 
year  earnings,  be  used  in  determining 
the  EFC.  The  financial  aid  community 
has  raised  a  concern  that  unless  the 
Department  interprets  Part  F  of  Title  IV 
of  the  HEA  to  require  that  earnings  from 
non-need-based  employment  be 
considered  only  as  part  of  base  year 
income  and  not  as  a  resource,  these 
earnings  will  be  “double-counted”  by 
being  treated  as  a  resource  in  the  year 
earned  and  considered  as  base  year 
income  for  the  subsequent  award  year. 

The  Department  had  not  identified 
this  concern  as  of  the  time  it  published 
campus-based  regulations  on  December 
1, 1987  that  continued  the  Department’s 
former  practice  of  treating  non-need- 
based  earnings  as  a  resource.  (34  CFR 
674.14, 675.14, 676.14.)  However,  the 
Department  now  recognizes  that  it  is 
necessary  to  make  an  interpretative 
ruling  in  order  to  avoid  the  anomalous 
consequences  identified  above,  which 
the  Department  believes  that  Congress 
did  not  intend.  The  Department  has 
determined  that  non-need-based 
earnings  should  be  treated  as  part  of 
base  year  income  and  not  as  a  resource. 

Section  443(b)(4)  of  the  HEA  requires 
that  institutions  stop  funding  CWS 
employment  with  CWS  funds  once  the 
CWS  recipient  has  earned  more  than 
$200  above  his  or  her  need  from  any 
employment,  whether  or  not  that 
employment  is  need-based.  The 
statutory  language  is  silent  as  to  the 
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time  period  to  be  considered  in  making 
the  assessment  of  whether  a  student's 
earnings  have  exceeded  his  or  her  need. 
The  Department  is  issuing  an  additional 
interpretative  rule  to  provide  this  time 
element,  which  is  necessary  to 
implement  the  statute.  The  Department 
will  consider  all  earnings  earned 
subsequent  to  the  time  that  a  student’s 
need  is  met,  including  both  need-based 
and  non-need-based  earnings,  to  count 
toward  the  determination  of  when  the 
$200  threshold  requiring  a 
discontinuation  of  CWS  funding  is 
reached.  Non-need-based  earnings 
earned  prior  to  the  time  a  student’s  need 
is  met  will  not  be  counted  toward 
meeting  the  student’s  need  but  will 
instead  be  used  only  as  part  of  base 
year  income  in  the  subsequent  award 
year. 

As  a  direct  consequence  of  these 
interpretative  rulings,  the  Department’s 
monitoring  requirements  for  non-need- 
based  earnings  are  being  eliminated  and 
no  adjustments  to  financial  aid 
packages  will  be  required  to  be  made  as 
a  result  of  such  earnings  during  the 
award  year  except  with  respect  to  the 
CWS  exception,  noted  above.  Therefore, 
monitoring  of  non-need-based 
employment  is  not  necessary  except 
when  an  institution  continues  to  fund  a 
student's  CWS  employment  with  CWS 
funds  after  that  student's  need  has  been 
met.  In  that  circumstance,  monitoring 
will  begin  when  the  need  has  been  met 
and  will  end  when  the  use  of  CWS  funds 
is  discontinued. 

In  accordance  with  Section 
431(b)(2)(A)  of  the  General  Education 
Provisions  Act  (20  U.S.C.  1232(b)(2)(A)) 
and  the  Administrative  Procedure  Act,  5 
U.S.C.  553,  it  is  the  practice  of  the 
Secretary  to  offer  interested  parties  the 
opportunity  to  comment  on  proposed 
regulations.  However,  as  noted,  these 
amendments  are  interpretative  rules  and 
therefore  exempt  from  rulemaking  under 
5  U.S.C.  553(b)(A).  The  changes  in  the 
treatment  of  non-need-based  earnings 
made  by  these  regulations  are  necessary 
to  effectuate  statutory  changes  made  as 
part  of  the  Higher  Education 
Amendments  of  1986. 

In  the  interest  of  providing  immediate 
guidance  to  affected  parties,  the 
Secretary  has  decided,  pursuant  to  5 
U.S.C.  553(b)(A),  to  forego  notice  and 
comment  procedures  for  these 
interpretative  rules. 

Executive  Order  12291 

These  regulations  have  been  reviewed 
in  accordance  with  Executive  Order 
12291.  They  are  not  classified  as  major 
because  they  do  not  meet  the  criteria  for 
major  regulations  established  in  the 
Order. 


Paperwork  Reduction  Act  of  1980 

These  regulations  have  been 
examined  under  the  Paperwork 
Reduction  Act  of  1980  and  have  been 
found  to  contain  no  information 
collection  requirements. 

Regulatory  Flexibility  Act 

The  Secretary  certifies  that  these 
regulations  will  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  The  small 
entities  affected  are  small  institutions  of 
higher  education.  The  regulations  reduce 
burden  and  provide  guidance  to  affected 
parties.  The  regulations  will  not  have  a 
significant  economic  impact  on  any  of 
the  entities  affected. 

Assessment  of  Educational  Impact 

The  Secretary  has  determined  that 
regulations  in  this  document  would  not 
require  transmission  of  information  that 
is  being  gathered  by  or  is  available  from 
any  other  agency  or  authority  of  the 
United  States. 

List  of  Subjects  in  34  CFR  Parts  674, 675, 
and  676 

Education  loan  programs — education. 
Student  aid,  Reporting  and 
recordkeeping  requirements. 

Dated:  November  3. 1988. 

Laura  F.  Cavazos, 

Secretary  of  Education. 

(Catalog  of  Federal  Domestic  Assistance 
Numbers:  Supplemental  Educational 
Opportunity  Grant  Program,  84.007;  College 
Work-Study  Program,  84.033;  Perkins  Loan 
Program.  84.038) 

The  Secretary  amends  Parts  674,  675, 
and  676  of  Title  34  of  the  Code  of 
Federal  Regulations  as  follows: 

PART  674— PERKINS  LOAN  PROGRAM 

1.  The  authority  citation  for  Part  674 
continues  to  read  as  follows: 

Authority  :  20  U.S.C.  1087aa-1087hh  and  20 
U.S.C.  421-429  unless  otherwise  noted. 

2.  Section  674.2(b)  is  amended  by 
adding,  in  alphabetical  order,  a 
definition  of  Need-based  employment  to 
read  as  follows.  (The  asterisk  indicates 
provisions  common  to  Parts  674, 675, 
and  676.) 

§  674.2  Definitions. 
***** 

(b)  *  *  * 

*  Need-based  employment: 
Employment  provided  by  an  institution 
itself  or  by  another  entity  to  a  student 
who  has  demonstrated  to  the  institution 
or  the  entity  (through  standards  or 
methods  it  establishes)  a  financial  need 
for  the  earnings  from  that  employment 
for  the  purpose  of  defraying  educational 


costs  of  attendance  for  the  award  year 
for  which  the  employment  is  provided. 
***** 

3.  Section  674.14  is  revised  to  read  as 
follows.  (The  asterisk  indicates 
provisions  common  to  Parts  674,  675. 
and  676.) 

§  674.14  Overaward. 

*(a)  Overaward  prohibited.  (1)  An 
institution  may  only  award  or  disburse  a 
Direct  loan  or  a  Perkins  loan  to.  a 
student  if  that  loan,  combined  with  the 
other  resources  the  student  receives, 
does  note  exceed  the  student’s  financial 
need. 

(2)  When  awarding  and  disbursing  a 
Direct  loan  or  a  Perkins  loan  to  a 
student,  the  institution  shall  take  into 
account  those  resources  it — 

(i)  Can  reasonable  anticipate  at  the 
time  it  awards  loan  funds  to  the  student; 

(ii)  Makes  available  to  its  students;  or 

(iii)  Otherwise  knows  about. 

(3)  If  a  student  receives  resources  at 
any  time  during  the  award  period  that 
were  not  considered  in  calculating  the 
loan  amount,  and  the  total  resources 
including  the  loan  exceed  the  student’s 
need,  the  overaward  is  the  amount  that 
exceeds  need. 

*(b)  Resources.  (1)  Except  as  provided 
in  paragraph  (b)(2)  of  this  section,  the 
Secretary  considers  that  “resources” 
include  but  are  not  limited  to  any — 

(1)  Funds  a  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 
whether  the  student  applies  for  the  Pell 
Grant; 

(ii)  Guaranteed  Student  Loans; 

(iii)  Waiver  of  tuition  and  fees; 

(iv)  Grants,  including  SEOGs  and 
ROTC  subsistence  allowances; 

(v)  Scholarships,  including  athletic 
scholarships  and  ROTC  scholarships; 

(vi)  Fellowships  or  assistantships; 

(vii)  Insurance  programs  for  the 
student’s  education; 

(viii)  Veterans  benefits; 

(ix)  Net  earnings  from  need-based 
employment;  and 

(x)  Except  as  provided  in  paragraph 
(b)(3)  of  this  section,  long-term  loans, 
including  Perkins  and  Direct  Loans  and 
need-based  ICLs,  made  by  the 
institution. 

(2)  The  Secretary  does  not  consider  as 
a  resource — 

(i)  Any  portion  of  the  resources 
described  in  paragraph  (b)(1)  of  this 
section  that  are  included  in  the  student's 
expected  family  contribution  (EFC);  and 

(ii)  Earnings  from  non-need-based 
employment. 

(3)  The  institution  may  treat  a 
Supplemental  Loan  for  Students  (SLS), 
State-sponsored  or  private  loan,  PLUS 
loan,  or  non-need-based  ICL  as  a 
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substitute  for  a  student’s  EFC.  However, 
if  the  sum  of  the  loan  amounts  received 
exceeds  the  student’s  EFC,  the  excess  is 
a  resource. 

*(c)  Treatment  of  resources  in  excess 
of  need.  An  institution  shall  take  the 
following  steps  if  it  learns  that  a  student 
has  received  additional  resources  not 
included  in  the  calculation  of  Direct  or 
Perkins  Loan  eligibility  that  would  result 
in  the  student’s  total  resources 
exceeding  his  or  her  financial  need  by 
more  than  $200: 

(1)  The  institution  shall  decide 
whether  the  student  has  increased 
financial  need  that  was  unanticipated 
when  it  awarded  financial  aid  to  the 
student.  If  the  student  demonstrates 
increased  financial  need  and  the  total 
resources  do  not  exceed  this  increased 
need  by  more  than  $200,  no  further 
action  is  necessary. 

(2)  If  no  increased  need  is 
demonstrated,  or  the  student’s  total 
resources  still  exceed  his  or  her  need  by 
more  than  $200,  as  recalculated 
pursuant  to  paragraph  (c)(1)  of  this 
section,  the  institution  shall  cancel  any 
undisbursed  loan  or  grant  (other  than  a 
Pell  Grant). 

(3)  If  the  student’s  total  resources  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  paragraphs  (c)  (1)  and  (2)  of 
this  section,  the  institution  shall 
consider  the  amount  by  which  the 
resources  exceed  the  student’s  financial 
need  by  more  than  $200  as  an 
overpayment. 

(d)  Liability  for  and  recovery  of 
overpayments.  (1)  A  student  is  liable  for 
any  overpayment  of  loan  advances 
made  to  him  or  her. 

(2)  The  institution  is  also  liable  for  an 
overpayment  if  the  overpayment 
occurred  because  the  institution  failed 
to  follow  the  procedures  set  forth  in  this 
part.  The  institution  shall  restore  an 
amount  equal  to  the  overpayment  and 
any  administrative  cost  allowance 
claimed  on  that  amount  to  its  loan  fund 
even  if  it  cannot  collect  the 
overpayment  from  the  student. 

(3)  If  an  institution  makes  an 
overpayment  for  which  it  is  not  liable,  it 
shall  help  the  Secretary  recover  the 
overpayment  by  making  a  reasonable 
effort  to  contact  the  student  and  recover 
the  overpayment.  The  Secretary  regards 
a  written  demand  to  the  student  for 
repayment  of  the  overawarded  funds, 
with  notice  that  failure  to  make  that 
repayment  will  render  the  student 
ineligible  for  further  Title  IV  aid, 
constitute  such  a  reasonable  effort. 

(Authority:  20  U.S.C.  1087dd,  1087hh) 


PART  675— COLLEGE  WORK-STUDY 
AND  JOB  LOCATION  AND 
DEVELOPMENT  PROGRAMS 

Part  675  of  Title  34  of  the  Code  of 
Federal  Regulations  is  amended  as 
follows: 

4.  The  authority  citation  for  Part  675 
continues  to  read  as  follows: 

Authority:  42  U.S.C.  2571-2756Z,  unless 
otherwise  noted. 

5.  Section  675.2(b)  is  amended  by 
adding,  in  alphabetical  order,  a 
definition  of  Need-based  employment  to 
read  as  follows:  (The  asterisk  indicates 
provisions  common  to  Parts  674,  675, 
and  676.) 

§675.2  Definitions. 

*  *  *  *  * 

(b)  *  *  * 

*  Need-based  employment: 
Employment  provided  by  an  institution 
itself  or  by  another  entity  to  a  student 
who  has  demonstrated  to  the  institution 
or  the  entity  (through  standards  or 
methods  it  establishes)  a  financial  need 
for  the  earnings  from  that  employment 
for  the  purpose  of  defraying  educational 
costs  of  attendance  for  the  award  year 
for  which  the  employment  is  provided. 
***** 

6.  Section  675.14  is  revised  to  read  as 
follows:  (The  asterisk  indicates 
provisions  common  to  Parts  674,  675, 
and  676.) 

§  675.14  Overaward. 

*  (a)  Overaward  prohibited.  (1)  An 
institution  may  only  award  CWS 
employment  to  a  student  if  the  award, 
combined  with  the  other  resources  the 
student  receives,  does  not  exceed  the 
student’s  financial  need. 

(2)  When  awarding  CWS  employment 
to  a  student,  the  institution  shall  take 
into  account  those  resources  it — 

(i)  Can  reasonably  anticipate  at  the 
time  it  awards  CWS  funds  to  the 
student; 

(ii)  Makes  available  to  its  students;  or 

(iii)  Otherwise  knows  about. 

(3)  If  a  student  receives  resources  at 
any  time  during  the  award  period  that 
were  not  considered  in  calculating  the 
CWS  award,  and  the  total  resources 
including  the  prospective  CWS  wages 
exceed  the  student’s  need,  the 
overaward  is  the  amount  that  exceeds 
need. 

*  (b)  Resources.  (1)  Except  as 
provided  in  paragraph  (b)(2)  of  this 
section,  the  Secretary  considers  that 
“resources”  include  but  are  not  limited 
to  any — 

(i)  Funds  a  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 


whether  the  student  applies  for  the  Pell 
Grant; 

(ii)  Guaranteed  Student  Loans; 

(iii)  Waiver  of  tuition  and  fees; 

(iv)  Grants,  including  SEOGs  and 
ROTC  subsistence  allowances; 

(v)  Scholarships,  including  athletic 
scholarships  and  ROTC  scholarships; 

(vi)  Fellowships  or  assistantships; 

(vii)  Insurance  programs  for  the 
student’s  education; 

(viii)  Veterans  benefits; 

(ix)  Net  earnings  from  need-based 
employment;  and 

(x)  Except  as  provided  in  paragraph 
(b)(3)  of  this  section,  long-term  loans, 
including  Perkins  and  Direct  Loans  and 
need-based  ICLs,  made  by  the 
institution. 

(2)  The  Secretary  does  not  consider  as 
a  resource — 

(i)  Any  portion  of  the  resources 
described  in  paragraph  (b)(1)  of  this 
section  that  are  included  in  the  student's 
expected  family  contribution  (EFC);  and 

(ii)  Earnings  from  non-need-based 
employment. 

(3)  The  institution  may  treat  a 
Supplemental  Loan  for  Students  (SLS), 
State-sponsored  or  private  loan,  PLUS 
loan,  or  non-need-based  ICL  as  a 
substitute  for  a  student’s  EFC.  However, 
if  the  sum  of  the  loan  amounts  received 
exceeds  the  student’s  EFC,  the  excess  is 
a  resource. 

*  (c)  Treatment  of  resources  in  excess 
of  need.  An  institution  shall  take  the 
following  steps  if  it  learns  that  a  student 
has  received  additional  resources  not 
included  in  the  calculation  of  CWS 
eligibility  that  would  result  in  the 
student’s  total  resources  exceeding  his 
or  her  financial  need  by  more  than  $200: 

(1)  The  institution  shall  decide 
whether  the  student  has  increased 
financial  need  that  was  unanticipated 
when  it  awarded  financial  aid  to  the 
student.  If  the  student  demonstrates 
increased  financial  need  and  the  total 
resources  do  not  exceed  this  increased 
need  by  more  than  $200,  no  further 
action  is  necessary. 

(2)  If  no  increased  need  is 
demonstrated,  or  the  student's  total 
resources  still  exceed  his  or  her  need  by 
more  than  $200,  as  recalculated 
pursuant  to  paragraph  (c)(1)  of  this 
section,  the  institution  shall  cancel  any 
undisbursed  loan  or  grant  (other  than  a 
Pell  Grant). 

(d)(1)  An  institution  may  fund  a 
student’s  CWS  employment  with  CWS 
funds  only  until  the  amount  of  the  CWS 
award  has  been  earned  or  until  the 
student’s  financial  need,  as  recalculated 
under  paragraph  (c)(1)  of  this  section,  is 
met. 
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(2)  Notwithstanding  the  provisions  of 
paragraph  (d)(1)  of  this  section,  an 
institution  may  provide  additional  CWS 
funding  to  a  student  whose  need  has 
been  met  until  that  student’s  cumulative 
earnings  from  all  employment  occurring 
subsequent  to  the  time  his  or  her 
financial  need  has  been  met  exceed 
$200. 

(Authority:  42  U.S.C.  2753(b)(3)) 

Part  676  of  Title  34  of  the  Code  of 
Federal  Regulations  is  amended  to  read 
as  follows: 

7.  The  authority  citation  for  Part  676 
continues  to  read  as  follows: 

Authority:  20  U.S.C.  1070b-1070b-3,  unless 
otherwise  noted. 

PART  676— SUPPLEMENTAL 
EDUCATIONAL  OPPORTUNITY  GRANT 
PROGRAM 

8.  Section  676.2(b)  is  amended  by 
adding,  in  alphabetical  order,  a 
definition  of  Need-based  employment  to 
read  as  follows.  (The  asterisk  indicates 
provisions  common  to  Parts  674, 675, 
and  676.) 

§  676.2  Definitions. 

*  *  *  *  * 

(b)  *  *  * 

*  Need-based  employment: 
Employment  provided  by  an  institution 
itself  or  by  another  entity  to  a  student 
who  has  demonstrated  to  the  institution 
or  the  entity  (through  standards  or 
methods  it  establishes)  a  financial  need 
for  the  earnings  from  that  employment 
for  the  purpose  of  defraying  educational 
costs  of  attendance  for  the  award  year 
for  which  the  employment  is  provided. 

*  •  ♦  *  * 

9.  Section  676.14  is  revised  to  read  as 
follows.  (The  asterisk  indicates 
provisions  common  to  Parts  674. 675, 
and  678.) 

§676.14  Overaward. 

*(a)  Overaward  prohibited.  (1)  An 
institution  may  only  award  or  disburse 
an  SEOG  to  a  student  if  the  SEOG, 
combined  with  the  other  resources  die 
student  receives,  does  not  exceed  the 
student's  financial  need. 

(2)  When  awarding  and  disbursing  an 
SEOG  to  a  student,  the  institution  shall 
take  into  account  those  resources  it — 


(i)  Can  reasonably  anticipate  at  the 
time  it  award  SEOG  funds  to  the 
student; 

(ii)  Makes  available  to  its  students;  or 

(iii)  Otherwise  knows  about. 

(3)  If  a  student  receives  resources  at 
any  time  during  the  award  period  that 
were  not  considered  in  calculating  the 
SEOG  award,  and  the  total  resources 
including  SEOG  exceed  the  student’s 
need,  the  overaward  is  the  amount  that 
exceeds  need. 

*(b)  Resources.  (1)  Except  as  provided 
in  paragraph  (b)(2)  of  this  section,  die 
Secretary  considers  that  “resources” 
include  but  are  not  limited  to  any — 

(1)  Funds  a  student  is  entitled  to 
receive  from  a  Pell  Grant,  regardless  of 
whether  the  student  applies  for  the  Pell 
Grant; 

(ii)  Guaranteed  Student  Loans; 

(iii)  Waiver  of  tuition  and  fees; 

(iv)  Grants,  including  SEOGs  and 
ROTC  subsistence  allowances; 

(v)  Scholarships,  including  athletic 
scholarships  and  ROTC  scholarships; 

(vi)  Fellowships  or  assistantships; 

(vii)  Insurance  programs  for  the 
student’s  education; 

(viii)  Veterans  benefits; 

(ix)  Net  earnings  from  need-based 
employment;  and 

(x)  Except  as  provided  in  paragraph 
(b)(3)  of  this  section,  long-term  loans, 
including  Perkins  and  Direct  Loans  and 
need-based  ICLs,  made  by  the 
institution. 

(2)  The  Secretary  does  not  consider  as 
a  resource — 

(i)  Any  portion  of  the  resources 
described  in  paragraph  (b)(1)  of  this 
section  that  are  included  in  the  student's 
expected  family  contribution  (EFC);  and 

(ii)  Earnings  from  non-need-based 
employment 

(3)  The  institution  may  treat  a 
Supplemental  Loan  for  Students  (SLS), 
State-sponsored  or  private  loan,  PLUS 
loan,  or  non-need-based  ICL  as  a 
substitute  for  a  student’s  EFC.  However, 
if  the  sum  of  the  loan  amounts  received 
exceeds  the  student’s  EFC,  the  excess  is 
a  resource. 

*(c)  Treatment  of  resources  in  excess 
of  need.  An  institution  shall  take  the 
following  steps  when  it  learns  that  a 
student  has  received  additional 
resources  not  included  in  the  calculation 
of  SEOG  eligibility  that  would  result  in 


the  student’s  total  resources  exceeding 
his  or  her  financial  need  by  more  than 
$200: 

(1)  The  institution  shall  decide 
whether  the  student  has  increased 
financial  need  that  was  unanticipated 
when  it  awarded  financial  aid  to  the 
student  If  the  student  demonstrates 
increased  financial  need  and  the  total 
resources  do  not  exceed  this  increased 
need  by  more  than  $200,  no  further 
action  is  necessary. 

(2)  If  no  increased  need  is 
demonstrated,  or  the  student's  total 
resources  still  exceed  his  or  her  need  by 
more  than  $200,  as  recalculated 
pursuant  to  paragraph  (c)(1)  of  this 
section,  the  institution  shall  cancel  any 
undisbursed  loan  or  grant  (other  than  a 
Pell  Grant). 

(3)  If  the  student’s  total  resources  still 
exceed  his  or  her  need  by  more  than 
$200  after  the  institution  takes  the  steps 
required  in  paragraphs  (c)  (1)  and  (2)  of 
this  section,  the  institution  shall 
consider  die  amount  by  which  the 
resources  exceed  the  student’s  financial 
need  by  more  than  $200  as  an 
overpayment. 

(d)  Liability  for  and  recovery  of 
overpayments.  (1)  A  student  is  liable  for 
any  SEOG  overpayment  made  to  him  or 
her. 

(2)  The  institution  is  also  liable  for  an 
overpayment  if  the  overpayment 
occurred  because  the  institution  failed 
to  follow  the  procedures  set  forth  in  this 
part.  The  institution  shall  restore  an 
amount  equal  to  the  overpayment  and 
any  administrative  cost  allowance 
claimed  on  that  amount  to  its  SEOG 
account  even  if  it  cannot  collect  the 
overpayment  from  the  student. 

(3)  If  an  institution  makes  an 
overpayment  for  which  it  is  not  liable,  it 
shall  help  the  Secretary  recover  the 
overpayment  by  making  a  reasonable 
effort  to  contact  the  student  and  recover 
the  overpayment.  Hie  Secretary  regards 
a  written  demand  to  the  student  for 
repayment  of  the  overawarded  funds, 
with  notice  that  failure  to  make  that 
repayment  will  render  the  student 
ineligible  for  further  Title  IV  aid,  to 
constitute  such  a  reasonable  effort. 
(Authority:  20  ILS.C.  1070b-l) 
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